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The Tennessee Valley Authority, now a symbol to the world of imaginative regional 
planning in a democracy, was a goal fought for over many years. The TVA dream which evolved 
during the 1920s finally materialized when President Franklin D. Roosevelt signed the TVA Act 
of 1933. 


The vast Columbia River system in America’s Pacific Northwest poses as great a 
challenge and inspires as lofty a dream. The natural wealth of this region has been only partially 
developed and in a somewhat haphazard way. 


An article on Page 2 recounts how the public interest was submerged by rivalries 
during the Eisenhower years as profit-hungry groups sought control of the Columbia’s mighty 
power storehouse. The article urges bold federal leadership to insure overall development of 
the Columbia for the benefit of all the people. 


As with natural resources, so in the consumer field. The public interest was lost to sight 
as electrical manufacturing firms turned “competition” into collusion in the widely publicized 
price-rigging cases. An article on Page 8 considers the organization man and the state of busi- 
ness ethics. 


If it was difficult to keep the public interest in focus, there were always Coak’s cartoons 
to help make complex issues a little clearer. But no longer. Le Baron Coakley died recently 
after a brief illness. A center-spread of Coak’s best is an attempt to remember his contribution 
through his work. 


The good or ill health of the economy is affected in numerous ways, as can be seen in other 
articles dealing with the impact of imports and possible solutions; a case of a half-century of 
industrial peace and what two young Americans think their country should do this coming decade. 
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“Dam the Columbia!” Wrote a Washington judge 
more than 40 years ago, “V@rily, Baron Munchausen, 
thou art a piker!” This sentiment was stimulated by a 
front-page story in the Wenatchee “Daily World” of 
July 18, 1918. It outlined a concept by a local citi- 
zen named Billy Clapp of building a great dam across 
the Columbia at a site called Grand Coulee. 

Nobody remembers the judge, but Billy Clapp’s 
idea stayed alive and prevailed after a tremendous 
20-year fight. Grand Coulee was built under Frank- 
lin D. Roosevelt’s Administration. This giant mass 
of concrete astride the Columbia in Washington 
State has brought a million acres of arid land under 
cultivation. Its 1.9 million kilowatts of power ca- 
| pacity began an industrial revolution in the Pacific 
Northwest. 

Grand Coulee—the “white elephant”—fed the 


























shipbuilding and airplane industries with cheap elec- 
tricity just prior to and during World War II. It 
made electric energy available for manufacturing the 
plutonium which went into the atomic bomb. It 
| created 70,000 new jobs and brought into the region 
new electro-processing industries, including aluminum. 
This kind of manufacturing would never have located 
in the region had it not been for Grand Coulee and 
its smaller companion project Bonneville Dam. 





GEORGE TAYLOR is an economist in the AFL-CIO Dept. 
of Research and secretary of the AFL-CIO staff subcommittee 
on atomic energy and natural resources. 


The Columbia’s Challenge -- 


Harnessing a Giant 


By George Taylor 


Grand Coulee and Bonneville settled for good the 
question of whether the Columbia could be harnessed. 
Now the vexing, unsettled and decisive issues are who 
will build the dams, what dams should be built, when 
should they be built and who will benefit. 

The Columbia and its tributaries, one of the world’s 
two greatest power streams, drain a huge land area of 
260,000 square miles of which 85 percent lies in the 
United States and the remainder in Canada. The 
states of Idaho, Oregon and Washington, save for a 
few minor sections, together with western Montana 
and portions of Wyoming, Utah and northern Nevada, 
lie in the Columbia Basin. 

Rising in the snowfields of the Canadian and Amer- 
ican Rockies, the Columbia empties an average of 
180 million acre-feet of water into the Pacific Ocean, 
a runoff exceeded among American rivers only by the 
Ohio and the Mississippi at its mouth. Its major tribu- 
taries are zespectable rivers themselves. The Snake, 
with an annual runoff far in excess of the Colorado 
River, is more than 1,000 miles in length and passes 
through Hells Canyon—75 miles of dark gorge, at its 
deepest point 3,000 feet further from rim to river than 
the best the Grand Canyon of the Colorado can offer. 


The Columbia Basin is a land of wide variation 
in climate and topography, ranging from the high 
mountains and great timbered tracts westward over 
arid sagebrush deserts and more mountains to the 
miles of seacoast and wet maritime areas on the Pa- 
cific slope of the Cascade Mountains. In a few hun- 
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dred miles the river drops from 10,000 feet and over 
to the coastal plains. 

This tremendous waterdrop, plus the release of the 
snow pack in the spring and early summer, has en- 
dowed the Columbia system with 35 percent of 
America’s total waterpower potential. Only about 
one-fifth of the region’s share has been harnessed. 


The land, too, is important in the Columbia Basin. 
In 1958 it produced a wide variety of the nation’s 
mineral output—chiefly nickel, silver, copper, zinc 
and phosphate rock. This region contains 40 per- 
cent of the nation’s unused reserves of the phosphate 
rock. 

The forests of the Pacific Northwest contain one- 
half of the total saw timber volume in the U.S. and 
one-third of the annual saw timber cut, as well as 
protecting watersheds and affords an enormous recre- 
ational potential. 

Lumbering is the primary industry in the region, 
closely followed by farming. Irrigation in southern 
Idaho, eastern Oregon and Washington has made 
civilization possible in those areas. About 5.2 mil- 
lion acres of land are being irrigated in the entire 
basin, water for about half of this total being par- 
tially or entirely supplied by the federal government. 
The Bureau of Reclamation’s most recent estimate of 
irrigable lands foresees the possibility of another 3.8 
million acres brought under ditch by 2010 A. D. 

Since Bonneville and Grand Coulee caused the 
winds of economic change to blow in the region, 
manufacturing has become the largest provider of 
jobs. Although lumber manufacturing provides the 
greatest number, aluminum and other electro-process- 
ing industries also provide substantial employment. 
They obtain the large amounts of power they must use 
from the Bonneville Power Administration at a 
wholesale rate for large industry of about 2.33 mills 
per kilowatt-hour in 1959. 

About 5.5 million people live in the Columbia 
Basin’s American area—about 3 percent of the na- 
tional total, but occupying 6.2 percent of its land area. 
Nearly two-thirds of the population live west of the 
Cascade Mountains in an area comprising less than 
one-fourth of the region’s total land. The combined 
population of Oregon and Washington represents 
nearly 84 percent of the total for the Pacific Northwest. 


Since the days of the fur traders, the region 
has been a raw materials producer, controlled by 
absentee corporations. It has long suffered from dis- 
criminatory freight rates on finished and other goods 
shipped in from the East and from the lack of a well 
developed market. With a basically lumbering-farm- 
ing-mining economy, there are marked seasonal fluc- 
tuations in employment. A diversified economy would 
bring with it more industries providing year-round 
jobs and payrolls. 

With the coming of Bonneville and Grand Coulee 
Dams, the transmission and marketing facilities of the 
Bonneville Power Administration and the new electro- 
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processing industries, a new day appeared to be dawn- 
ing for the Pacific Northwest in the 1940s. After 
World War II, the electro-processing industry re- 
mained and expanded. By 1948 the region produced 
nearly one-half of the nation’s primary aluminum, re- 
quiring one-fourth of the total energy produced by 
the federal Columbia River power system. Demand 
for power bounded upward, confounding the private 
utilities and their gloomy predictions of a million kilo- 
watt surplus by 1950. 

Between 1940 and 1950 the region’s population, 
mainly in Oregon and Washington, increased 44 per- 
cent in contrast to a national increase of only 13 per- 
cent. Between 1950 and 1960, however, the com- 
bined population of Oregon, Washington and Idaho 
rose only 17.3 percent compared to a nationwide 
increase of 22.3 percent over the same decade. The 
primary reason for this slowdown has been failure to 
continue development of the region’s greatest indus- 
trial asset—cheap electrical energy—to attract more 
large power-using industry of the kind that came to 
the region during the 1940s. 


Both the Bureau of Reclamation and the United 
States Army Corps of Engineers have been operating 
in the region for half a century, but until 1949 had 
never emerged with a joint, comprehensive plan for 
development of the water resources of the Columbia. 
Both agencies had published separate and in some 
ways, conflicting engineering blueprints—the bureau 
in 1946 and the corps in 1948. 

The great Columbia River flood of 1949, culmi- 
nating with the tragic disaster that overtook the city 
of Vanport, Washington, caused former President 
Truman to order both agencies to immediately com- 
bine their plans. This was done in April 1949. This 
action was important from the standpoint of the need 
to prevent damage and loss of life from floods and 
for the purpose of creating an over-all coordinated 
plan calling for full development of the river’s multi- 
purpose potential. 

Between 1943 and 1947 no new power starts had 
been undertaken on the Columbia River system. 
There continued to be a lack of upstream storage to 
control the river and provide an integrated system of 
multi-purpose dams which would enhance production 
of firm power and provide optimum flood control, 
navigation and other important benefits. 

Although by 1949 McNary, Hungry Horse and 
four smaller projects had been started with 4.2 million 
acre-feet of storage and installed power capacity of 
1.5 million kilowatts, the annual report of Bonneville 
Power Administration for the sixth consecutive year 
renewed its plea to the executive branch and Con- 
gress for “affirmation of a policy that will continue 
to accelerate federal generation in the Pacific North- 
west until power supplies meet existing needs.” 


The 1949 Army-Bureau joint comprehensive plan 
for development of the Columbia Basin was designed 
“to bring about the optimum productive use of all 
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the region’s resources . . . to aid individual initiative 
and private business in expanding economic activity 

. to distribute the benefits as widely as possible 
among the people, communities and industries of the 
region and to provide opportunities for better living.” 

The joint comprehensive plan called for ultimate 
development of 125 million acre-feet of storage, 
eliminating all but local flood dangers, about 32 mil- 
lion kilowatts of installed hydropower capacity, 500 
miles of inland navigation and 8 million acres of irri- 
gated land. It proposed development of fish and wild- 
life, minerals, land and recreational resources. 

Additional requirements of the plan were the inter- 
connections of projects and load centers by means of 
the BPA regional transmission network and coordi- 
nated financing, including use of surplus power reve- 
nues to aid in financing reimbursable costs of future 
irrigation projects. 

The immediate phase of the comprehensive plan 
was to be reached between 1960-70 and would pro- 
vide 27 million acre-feet of upstream storage, 12 mil- 
lion installed hydropower kilowatts for 1960 require- 
ments and enhanced inland water transportation. 

The bureau-corps plan had the broad backing of 
organized labor in the region, as well as other groups 
—farm, public power and business. Labor was par- 
ticularly aware of the role cheap abundant power had 
played in bringing in new industries, year-round jobs 
and a broad tax base. 


Labor and other groups fought unsuccessfully 
for unified administration of the Columbia Basin’s 
federal resources activities along the lines of the 
Tennessee Valley Authority. Well-organized opposi- 
tion from the region’s private utilities, railroads and 
lumber companies defeated the Columbia Valley 
Administration proposed by President Truman. Con- 
gress contented itself with authorizing construction 
of all of the projects called for in the Army part 
of the joint plan for the Columbia but none pro- 
posed by the bureau, key of which was the great Hells 
Canyon project, with nearly 4 million acre-feet of 
storage and 1.1 million kilowatts of prime, year-round 
power. 

The Army projects authorized in 1950 provided 
for an additional 4 million kilowatts of installed power 
capacity and 6.8 million acre-feet of active storage 
for power, flood control and navigation. 

When the New Deal came into power the federal 
water development program had accounted for only 
13 percent of the region’s installed hydro capacity. 
When the Eisenhower Administration came into power 
20 years later, the federal Columbia River power 
system provided 56 percent of the region’s installed 
power capacity. Between 1935-52 more than 2.5 
million kilowatts were installed. Ten multi-purpose 
dams with 3.5 million kilowatts of capacity and 
3.1 million acre-feet of storage were under construc- 
tion. Still another 13 projects, not including Hells 
Canyon, and providing 3.6 million kilowatts of in- 
stalled capacity and 7.6 million acre-feet of storage, 
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had been authorized and were awaiting planning and 
construction money. 

All of the latter two categories of projects were to 
be completed by 1964, which would have given the 
federal system 10 million installed kilowatts of power 
and 19.3 million acre-feet of storage. 

Substantial additions were also called upon to pro- 
vide necessary connections between the projects in 
addition to the 5,707 miles of transmission lines op- 
erated by Bonneville Power Administration in 1953, 
covering the entire U.S. portion of the basin with the 
exception of southern Idaho. 


What has happened to the comprehensive plan? 
It became a victim of the Eisenhower Administration’s 
“partnership” power policy. As part of the partner- 
ship, the Eisenhower Administration adopted a no- 
new-starts policy on multi-purpose power develop- 
ment projects which was not relaxed until 1960 and 
which was dented, but not broken, by efforts of Demo- 
cratic senators and congressmen from the Columbia 
region. Coupled with the no-new-starts policy was 
a slowdown of construction schedules on dams already 
being built. 

The Dalles Dam was to be completed in 1957; it 
was not fully in operation until December 1960. Ice 
Harbor’s completion date was August 1958; in ac- 
tuality, it will be fully producing this year. Three 
other Lower Snake River Dams—Lower Monumental, 
Little Goose and Lower Granite—were to be in opera- 
tion in 1961-62 and 1963 respectively; there is no 
firm schedule for their completion. Two Upper Snake 
projects—Upper and Lower Scriver Creek—were 
scheduled for 1957 and 1958 completion; they are 
not even authorized. 

Priest Rapids was de-authorized and a two-dam 
project is currently under construction. This will re- 
sult in a loss of 2 million acre-feet of storage and 
cheaper federal power for industrial expansion. John 
Day was delayed by the Administration under its 
partnership policy and will not be ready for full pro- 
duction until 1968. 


Hells Canyon was a major victim of the dismem- 
berment of the comprehensive plan by the Eisenhower 
Administration. Despite a tremendous fight by organ- 
ized labor, public power, rural electric cooperatives 
and farm groups through the National Hells Canyon 
Association and liberals in Congress, the Federal 
Power Commission in 1955 issued a license to Idaho 
Power Company for construction of three lesser dams 
in the reservoir area of High Hells Canyon. The 
decision was sustained by the United States Supreme 
Court. Legislation to authorize the high dam, after 
passing the Senate, died in the House Interior Com- 
mittee in 1958. 

Two other major elements of the comprehensive 
plan are in danger. The great Paradise storage site 
on the Clark Fork in Montana has been for years 
threatened by the Montana Power Company’s appli- 
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cation to build two inferior projects at Buffald Rapids 
sites which would lose most of the storage and power 
potential in the same fashion as it was lost a\ Hells 
Canyon. 

In the great dark gorge of the Middle Snake, a 
momentous struggle is being waged over whether We 
mighty Nez Perce project or some alternative or alter 
natives should be constructed and who should do the 
building. This issue is further complicated by the 
effect of high dams on migratory salmon fingerlings 
on their way to the ocean from the tributary spawning 
beds. The Snake and Salmon Rivers in this area 
account for a great proportion of the region’s annual 
salmon and steelhead runs. This has involved not 
only states, publicly and privately owned utilities and 
the federal government in a confused battle, but it 
has brought commercial fish interests and conserva- 
tionists storming into the fray. 


The Corps of Army Engineers in its 1948 compre- 
hensive plan proposed the combination of Hells Can- 
yon and Nez Perce for full harnessing of the Middle 
Snake and Salmon Rivers. Because of the fish prob- 
lem, Hells Canyon was to be constructed immediately 
and Nez Perce, located downstream from Hells Can- 
yon, ultimately, when further research might result in 
adequate fish passage facilities for high dams. 

In 1953 the Bureau of Reclamation recommended 
an alternative to Nez Perce to be built at Mountain 
Sheep site, located a few miles upstream. The bureau 
later, however, abandoned a high Mountain Sheep 
project because of unsatisfactory site conditions and 
instead emerged with a two-dam plan—a run of the 
river project at Mountain Sheep and a medium-sized 
storage project further up the Snake at Pleasant 
Valley. 
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The private utilities thereupon moved into the pic- 
ture. The Pacific Northwest Power Company, a gen- 
erating combination composed of four of the largest 
companies in the region—the Washington Water 
Power, Pacific Power and Light, Montana Power and 
Portland General Electric Companies—applied to the 
Federal Power Commission in 1955 for a license to 
construct the Mountain Sheep and Pleasant Valley 
projects. 

Opposition from the National Hells Canyon Asso- 
ciation and its major components of organized labor, 
public power, farm and rural electric cooperatives, 
once more made itself felt before the FPC. 

On January 20, 1958, the Federal Power Com- 
mission denied the Pacific Northwest Power Com- 
pany’s application for the same basic reasons that it 
should have used but did not in the Hells Canyon 
proceedings. 

“It is readily apparent . . . that any combination 
of projects which includes Nez Perce is consistently 
superior to any combination of projects which does 
not include Nez Perce,” the FPC order said. 


There the matter rested until the Corps of 
Army Engineers, under a directive from the Senate 
Public Works Committee, issued a revised review re- 
port of development of the Columbia in 1958, just 
10 years after publication of its historic document. 
The corps’ Major Water Plan consists of 17 proj- 
ects. It would by 1985 add 22.5 million acre-feet of 
usable storage and 3.2 million kilowatts of installed 
hydropower capacity and be capable, together with 
the 10.5 million acre-feet of upstream storage now in 


operation, of controlling a flood of the dimensions of 


- largest on record. 
addition to power and flood control, the 1958 

review Pkwy, provided for extension of navigation on 
the Columbid“tm@ Snake Rivers, another 4 million 
acres of new irrigated enhanced recreation, fish 
and wildlife protection and “pallytion abatement. 

The 1958 Major Water Plan loWagg power develop- 
ment sights. The 1948 Army reviéWareport called 
for 12 million kilowatts of federal poWer installed 
by 1970 at the latest. The 1958 review reert calls 
for only 10 million kilowatts installed federal CNpacity 
by 1985 and has scaled down the river’s 34 mWlion 
kilowatt hydropower potential to an ultimate 142 
million kilowatt “practical potential.” 









if the projects in the Major Water Plan are all 
constructed, it will be possible to control floods to 
the size of the greatest on record, which occurred in 
1894. This would be the principal achievement. The 
projects reasonably sure of construction, with one or 
two exceptions, are higher-cost, lower-volume power 
producers. Moreover, the corps’ future power load 
assumptions indicate that the region will in the next 
few years depend upon higher-cost steam generation, 
rather than hydro. These two factors would inevi- 
tably bring about a substantial increase in regionz 
power rates to all classes of consumers. 




























































The effect of the 1958 review report was to accen- 
tuate the divisions between groups supporting federal 
multi-purpose development since the days of Franklin 
D. Roosevelt. These divisions had arisen out of eight 

| years of abandonment of federal leadership in the 

region and the rush to non-federal utilities to fill the 
vacuum. It also opened the door for another attempt 
to control lower Hells Canyon by the Pacific North- 
west Power Company, which had been turned back 
at Pleasant Valley by the FPC decision denying its 
Mountain Sheep-Pleasant Valley license application. 

In March 1959, the Pacific Northwest Power Com- 

pany applied to the FPC for a license to construct the 

Army’s proposed High Mountain Sheep project. In 

March 1960, just prior to the commission’s scheduled 

Washington hearings on the project, the Washington 

Public Power Supply System, a group of 16 public 

utility districts, applied for an FPC license to build the 

Nez Perce project. The commission consolidated the 

hearings on both applications, since the two projects 

are mutually exclusive. The proceedings have been in 

progress since the fall of 1960. 


There is no doubt that the action by the 16 
Washington public utility districts, augmented by 40 
other municipalities, rural electric cooperatives and 
consumer-owned utilities in Oregon, Idaho and Wash- 
ington, prevented PNPC from walking away unop- 
posed with a license for a project which would produce 
much less power and create a smaller storage potential. 
Power produced under the PNPC proposal would, in 
all probability, be higher-cost power. 

Nez Perce would be ultimately the biggest power 
dam in the western hemisphere, exceeding present in- 
stalled capacity at Grand Coulee by over a million kilo- 
watts. 

The problem of fish is identical at both the High 
Mountain Sheep and Nez Perce sites, except that the 
fish run on Salmon River is greater than the fish run 


Hungry Horse Dam, virtually completed by mid-1953, 
was one of the last federally-built multi-purpose projects. 





above the mouth of the Salmon on the Snake. The 
public group has earmarked $28 million for upstream 
and downstream fish passage facilities. PNPC had 
been unwilling to present its fish passage designs or 
cost estimates to the Federal Power Commission and 
only recently agreed reluctantly to do so. 


Passage for fish proceeding downstream is the 
key to the situation, as the main risk has been the 
destruction of fingerlings caught in the turbines of the 
dam. Research toward meeting this problem is 
promising, although still inconclusive. 

Bureau of Reclamation fish facilities at Tracy, Cali- 
fornia, those at Portland General Electric’s newly 
constructed Pelton project and fish farming experi- 
ments by the Washington Department of Fish, all 
point to the goal of fish and power living side by side 
in the Pacific Northwest and specifically to the overall 
desirability of saving the Nez Perce site from being 
sacrificed to lesser alternative development proposals 
as an immediate expedient. 

This situation brought about support by the AFL- 
CIO for proposed legislation in the form of a Senate 
Joint Resolution sponsored by many Democratic sena- 
tors. This resolution would in effect “freeze” until 
1964 any further efforts to develop the Middle Snake 
and Salmon Rivers below the Hells Canyon damsite 
while a full-scale fish passage research program would 
be instituted by the federal government in coordina- 
tion with the fish departments of the states involved, 
the findings and recommendations to be submitted to 
Congress for necessary action. 


Lack of unified support for the resolution from 
the region and opposition from regional conservation 
and commercial fisheries agencies resulted in the reso- 
lution’s death in the Senate Interior Committee. 
Justification of the “freeze” resolution was further 
illustrated by the treaty agreement over joint use of 
the Columbia finally signed by the United States and 
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Canada in January 1961. It has just been ratified by 
the Senate. 

Under terms of the treaty, Canada will develop 15 
million acre-feet of vitally needed upstream storage 
at three reservoir sites. The reservoirs will be op- 
erated to increase downstream power generation by 
United States dams, enable an additional powerhouse 
to be built at Grand Coulee and add 1.1 million more 
firm kilowatts to the Pacific Northwest within the next 
several years. 

In addition, the United States can now proceed 
with the construction of the authorized Libby project 
in Montana, adding still another 700,000 kilowatts 
to those made possible by Canadian storage releases. 
President John F. Kennedy has asked Congress for a 
new start at Libby for fiscal 1963. Legislation to con- 
struct Knowles dam or the greater Paradise project, 
to which Knowles is an alternative, will make it pos- 
sible, if passed, to proceed with still another large 
power start providing a bloc of 600,000-700,000 firm 
kilowatts of low-cost power for the region. 


Outgoing Secretary of Interior Fred Seaton lost 
no time writing the chairman of the FPC, urging that 
no action be taken on the contending Mountain Sheep 
and Nez Perce license applications, raising the issue 
of fish versus power and assuring the commission that 
power obtained from Canadian storage and other proj- 
ects would be adequate to meet regional power needs 
through 1970-71. The 1.8 million kilowatts of power 
obtained by implementation of the treaty would last 
the Pacific Northwest about two years. 

On March 15, Secretary of Interior Stewart L. Udall 
wrote the FPC, announcing a “vigorous attack” on the 
Middle Snake fish passage problem, with the target 
date set for the end of 1964. Udall asked the FPC 
to suspend action on the two license applications 
pending results of the study. 

During the past eight years, the kind of federal 
water development that spelled cheap 2-mill industrial 
power, more new industry, jobs, year-round payrolls, 
population growth and an expanded tax base, slowed 
down to a pace which made it impossible to provide 
adequate upstream storage to avert shutdown of alumi- 
num plants. Low water conditions have caused three 
power brownouts in the region, resulting in loss of 
production and employment. 

The expansionary forces—hydropower potential, 
timber, land, water supply and recreational potential 
~—are there, just as they have been almost since the 
dawn of creation. None of these is near to exhaus- 
tion. 


Of immediate interest to organized labor is the 
full-scale resumption of the federal multi-purpose 
water development program on a scale commensurate 
with the need for its stimulus to the region’s economy. 
The federal program as it now stands is only what is 
left of the dams studied, proposed, authorized and 
constructed during the Roosevelt-Truman Adminis- 


APRIL, 1961 


trations. The last of these—John Day—will be com- 
pleted in 1968. A firm new schedule of dam build- 
ing is a priority matter. 

Non-power land and water development problems 
and needs also offer a challenge. Flood control goals 
must be met before population and industry growth 
make desirable storage sites economically unfeasible 
because of added costs of relocation. 

Fish and wildlife resources must be husbanded and 
enhanced. Labor has pointed out that the goal of 
the region is both fish and power, not a continuation 
of the frustrations of fish vs. power. Reservoir areas 
can foster non-migratory fish resources, just as ade- 
quate fish facilities can preserve and even enhance 
migratory fish runs. Use of inland water navigation 
can be quadrupled in a few years if storage to control 
the river during lowflow stages, plus channel im- 
provements, are included in water development pro- 
grams needed now. 

Range, crop and forest land conservation has suf- 
fered during the overshadowing struggle for control 
of the mighty power storehouse of the Columbia. The 
vast recreational potential of the region can add hun- 
dreds and millions of dollars to the region’s economy 
and enjoyment to millions if it is adequately and 
rapidly developed. Further work on abatement of 
pollution will make the Columbia the great untapped 
water supply river of the future. It could very well 
emerge as an attraction for new industry and popula- 
tion as great as is now evidenced by low-cost hydro- 
power. 


The present ruinous fight for possession of the 
great upstream storage sites between the privately and 
publicly-owned utilities must stop. Neither can de- 
velop and operate an integrated system of multi- 
purpose projects. Neither can produce power at costs 
that will attract industry in large volume to the region. 
Too many utility groups are already trying to seize 
the water resources that should be developed accord- 
ing to an overall plan. There are 25 different entities, 
ranging from the big federal engineering and con- 
struction agencies—the bureau and the corps—to 
small combinations of rural electric cooperatives. 

The situation calls for the federal government to 
reassume the leadership in the great task of harness- 
ing the Columbia and other river systems and to aban- 
don the destructive no-new-starts policy in multi- 
purpose water development programs. It must move 
toward basic reorganization of federal resources agen- 
cies to eliminate duplication and waste and aim to- 
ward the goal of establishing regional development 
agencies in the Columbia and other river basins, em- 
ploying the TVA principle of unified administration 
of land and water resources. 

In no area in the land is this kind of approach more 
necessary than in the Columbia Basin, where eight 
years of turning back the conservation clock has re- 
sulted in the kind of anarchy on the river that can 
do irremedial harm not only to the region but to the 
nation. 





























The Billion Dollar 


Big Business 


Conspiracy 


by David L. Perlman 


The organization man, faceless symbol of con- 
formity in the business world, found himself in the 
uneasy role of defendant in a criminal case as 29 
electrical manufacturing companies admitted or did 
not contest charges of deliberate violations of the 
Sherman Anti-Trust Act. 

The corporations, too, were defendants. But you 
can’t send a corporation to jail, not even for rigging 
bids, manipulating prices and conspiring to divide 
up nearly $8 billion worth of business. 

A battery of attorneys was in attendance at the 
U.S. Court House in Philadelphia to represent the 
shadow corporate entities and to shield the highest 
echelon of corporate officialdom from contamination 
with the messy details of the conspiracy. 

Top management, the court was assured, saw no 
evil, heard no evil, spoke no evil and in fact was 
profoundly shocked that evil somehow was done. 

The finger was pointed at the second and third 
echelon of executives—the men who had met in 
hotel rooms and lakeside cabins, who had argued 
over the allocation of business, rebuked each other for 
an occasional lapse from the terms of the illegal price 
agreements and communicated with code names, un- 
signed letters and mysterious phone calls. 

For the most part, they pleaded guilty or no con- 
test and took their punishment stoically, whether the 
sentence was a month in jail, five years under the 
eyes of a probation officer or a fine. 


DAVID L. PERLMAN is an assistant editor, AFL-CIO News. 







But there was one dramatic interlude in which 
an attorney for three of the individual defendants, all 
as it happened General Electric employes, put aside 
his lawbooks and pleaded with the judge for “con- 
sideration and mercy” for the “organization men” he 
represented. 

While the attorney for General Electric listened 
impassively—he would have his say in due course— 
the spokesman for the three defendants declared: 

“There is such a thing as business compulsion, as 
corporate coercion, and this, sir, does not require 
some superior official coming in and saying, ‘I direct 
you to do thus and so.’ 

“There is such a thing as atmosphere, there is such 
a thing as knowing acquiescence in a situation.” 


Not unkindly, Judge J. Cullen Ganey leaned down 
to interrupt and ask about one of the defendants, the 
general manager of a big GE division: 

“He was fairly high in the hierarchy here. Did he 
have any degree of judgment in the doing of the things 
which he must have known were wrong?” 

The defense attorney hesitated momentarily, then 
replied in part: 

“True enough, I suppose he could have said, 
‘No, I will not participate in this.’ But then I think 
that belies the corporate reality which does exist in 
America today. . . . In my submission, he would not 
have been able to continue his job in the company.” 

Then the government’s chief prosecutor, Robert 
A. Bicks, had his say: 

“Your honor, we are unable to answer what would 
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have happened had any of these men decided definitely 
to live within the law and fight it out with their su- 
periors because, to the best of our knowledge, none 
of the men in this case tried to or did.” 

The organization men, however, had turned on the 
organization and now it was General Electric’s turn 
to disavow the implication that the chain of responsi- 
bility rose higher than the level of the defendants in 
the dock. 

“T can’t, as a responsible counsel, sit and let people 
rise in this courtroom and attack my client . . . and 
suggest that the conduct was compelled and directed,” 
the corporation’s attorney said. 

General Electric, he said, was “distressed” that its 
official, published policy, its Regulation 20.5, di- 
recting strict obedience to the anti-trust laws, hadn’t 
been observed. “It was a policy,” he said, “which 
was emphasized throughout the company’s organiza- 
tion, frequently on almost a daily basis.” 


Several months later, as he sentenced the defend- 
ants, Judge Ganey voiced his own conclusion that 
GE’s Rule 20.5 “was honored in its breach rather 
than its observance.” 

In a much-quoted pre-sentencing statement, he said 
pointedly that “one would be most naive indeed to 
believe that these violations of the law, so long 
persisted in, affecting so large a segment of the indus- 
try and finally, involving so many millions upon mil- 
lions of dollars, were facts unknown to those respon- 
sible for the conduct of the corporation.” 

The president of the Allen Bradley Co., the only 
chief executive of the 29 firms personally indicted, has 
been quoted as declaring that no one in the con- 
spiracy “was so stupid he didn’t know” he was 
violating the law. But, he added, “it’s the only way 
a business can be run. It’s the free enterprise system.” 

What were these anti-trust violations? How and 
when did they start? How was the conspiracy ex- 
posed? Is it unique to the electrical industry and 
what effect has it had on the nation’s economy? 

Although the indictments generally covered a period 
from 1955 to 1959, there is ample evidence that 
collusive price-fixing meetings among supposedly- 
competing firms had been going on for many years. 


A House Judiciary subcommittee in 1949 heard a 
description of how trade association meetings 30 years 
ago were used by the giant companies to set prices for 
the industry. The witness was T. K. Quinn, a former 
GE vice president and an outspoken critic of corporate 
morality since he left the company in 1936. 
Participants, Quinn told the subcommittee, went 
to the meetings “well rehearsed by counsel for the 
company. You know exactly what you may and may 
not do. Then at some point in the proceedings, one 
of the large manufacturers goes up to the blackboard 
and says, ‘As a matter of information, I thought you 
might like to know what our price schedule is going 
to be. We are changing our prices,’ and then writes 
them on the board.” The agreement that the rest of 
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the industry would follow suit, Quinn indicated, was 
a tacit one, unspoken but understood. 


The Tennessee Valley Authority didn’t have 
any direct evidence that the anti-trust laws were being 
vialated when it received identical bids on purchases 
running into the hundreds of thousands of dollars and 
when prices of custom-built equipment rose steadily at 
a rate much faster than could be accounted for by 
any possible increase in costs. 

But the fishy smell was as overpowering as a barrel 
of spoiled herring. TVA asked the Department of 
Justice to investigate and then TVA did something 
else. It fought back. 

First a bit of background: In the fall of 1957, TVA 
invited bids for a 500,000 kilowatt turbine generator 
unit, one of the largest combinations ever put to- 
gether for producing electricity. 

Shortly thereafter, high-ranking representatives of 
General Electric and Westinghouse met at the Hotel 
Barclay in New York City. 

To quote the grand jury indictment: “It was agreed 
that General Electric Co. would have ‘position.’ 
Thereafter General Electric bid approximately $16,- 
112,000 and Westinghouse Electric Corp. bid ap- 
proximately $16,225,000 to Tennessee Valley Au- 
thority.” 

From a Voluntary Bill of Particulars furnished in 
the case of W. C. Rowland, a Westinghouse vice pres- 
ident and one of the participants in the meeting, we 
learn that, in return, “Westinghouse was given pre- 
ferred low bid ‘position’ on a 350,000 kilowatt turbine 
generator,” also for TVA. 


The following year, TVA prepared to order an- 
other 500,000 kilowatt unit to be installed at - its 
Colbert steam plant in Alabama. 

Disturbed at the fact that prices charged by the 
big U.S. electrical manufacturers for turbine-generator 
units had increased by more than 50 percent since 
195 1—while the average wholesale price of all com- 
modities had gone up only 5 percent—TVA decided 
to invite a British firm with an excellent reputation, 
C. A. Parsons & Co., Ltd., to submit a bid. 

Going well beyond the 6 percent price differential 
preference it was required to give American firms, 
TVA stated in its bid invitations that it would award 
the contract to a foreign firm only if the price were 
more than 20 percent under the low U.S. bid. In 
addition, a foreign firm would have to pay an import 
duty of about $1.5 million, plus of course the ex- 
pense of shipping. 


The base bids received were as follows: 


Parsons (including tariff) ...... $12,095,800 
General Electric .............. 17,563,000 
WEEE vincsecvioscecsee 17,633,000 


When the bids were evaluated by TVA to take ac- 
count of such factors as firmness of prices and agree- 
ment to pay a penalty for late delivery, the price 
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difference between the British and American firms 
expanded to more than $6 million. 


Were higher wages paid to American workers the 
reason for the huge price spread, as the U.S. man- 
ufacturers suggested? 

TVA took the manufacturers’ own estimates of 
the manhours required to build the units and com- 
puted the difference between U.S. and British wage 
rates in the electrical manufacturing industry. It 
found that the difference in labor costs came to about 
$1.5 million—just about the amount of the import 
duty. 

About the time of this public dispute, Julian Grain- 
ger, then a reporter on the Knoxville News-Sentinel, 
did some digging into TVA’s competitive bidding. 
He found example after example of identical bids, 
which frustrated TVA purchasing officials often had 
to choose from by the toss of a coin. His series of 
stories made page one copy, as did a follow-up article 
pointing out that private utility companies were faced 
with the same problem. 


Tennessee's Sen. Estes Kefauver, who had been 
investigating the broad area of administered pricing 
by major industries, moved his Senate Anti-Trust & 
Monopoly subcommittee to Knoxville for a series of 
hearings at which TVA and private utility officials 
gave evidence of the mockery that was being made 
of the system of supposedly competitive bidding. 

One of the cases uncovered by the Kefauver sub- 
committee was a purchase by the Knoxville Utilities 
Board of three transformers. Eleven companies sub- 
mitted identical bids of $3,525. One company bid 
$3,502. 

But after the bids were opened and before the 
low bidder, Stokes Electric Co., was awarded the con- 
tract, the firm’s representatives phoned and asked to 
withdraw the bid “due to an error in price,” the Ke- 
fauver subcommittee was told. 

Meanwhile Justice Dept. investigators had gotten 
hold of the first thread which was eventually to un- 
ravel the nationwide price conspiracy. They found 
out enough to know that the identical bidding was only 
a small part of the anti-trust violation, that on larger 
purchases bids were rigged and each company’s share 
of business was based on pre-arranged formulas. They 
found out enough to convene a federal grand jury 
in Philadelphia. 


The government could never have won its cases 
or unraveled the full details of the conspiracy on the 
basis of the evidence it had when the grand jury began 
its investigation. But it knew where the evidence 
could be obtained and it had the means to get it. 

A 1903 law gives immunity from prosecution to 
witnesses called to testify before a grand jury in anti- 
trust cases. 

This is a two-edged sword. It means that persons 
who admit their complicity before the grand jury 
can’t be punished for it. But it also means that wit- 
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nesses cannot refuse to answer questions because 
of the possibility of self-incrimination. They must tell 
the truth—or lie and face perjury charges if they are 
caught up. 

Wherever possible, the government’s case was built 
on the testimony of lower-echelon officials of the 
companies. With few exceptions, the top men in the 
conspiracy were not called. They were to be the 
defendants in the case. 


if newspaper stories describing the intricate 
network of secret meetings, code names and methods 
of dividing up business have differed in details, it is 
because there was not one conspiracy but dozens, 
some interlocking and others completely separate. 

Each type of product—condensers, switchgear as- 
semblies, circuit breakers—had its own group of con- 
spirators. In each division there usually would be 
two types of groups. A high-level body would decide 
such “policy” matters as the volume of business each 
company should get and the timing of price in- 
creases. Lower-level working groups would handle 
the day-to-day transactions and set prices .on bids. 

One of the larger conspiracies, involving 16 com- 
panies, found the allotment of business too compli- 
cated an operation and divided the nation into four 
geographical areas, or quadrants. Four companies 
were assigned to each area to divide the business 
among themselves. This didn’t work out, however, 
since some companies complained that their quadrants 
weren’t getting an equitable portion of the sealed-bid 
business. A gripe session was held and the com- 
panies agreed to go back to a nationwide system of 
dividing the market. 


There were literally hundreds of meetings held 
of which the government has a record. Most were 
in hotel rooms in connection with trade association 
meetings, a handy cover for the conspiracy. 

There were some hastily-arranged meetings at air- 
port motels and the Justice Dept. has described a 
work-and-play meeting of representatives of the six 
companies which divided up the market for industrial 
control equipment. 

The meeting was held in a cabin at North Bay, 
Ontario, a Canadian island resort. Among those 
present were T. C. Finnell, Westinghouse sales man- 
ager; E. F. Loock, president of the Allen Bradley 
Co.; J. M. Cook, vice president of Cutler-Hammer, 
Inc., and E. R. Jung, vice president of Clark Con- 
troller Co. 

W. F. Oswalt, a GE general manager, did not 
physically attend the meeting. He stayed in a nearby 
cabin and periodically one of the participants would 
report to him, solicit his views and communicate his 
agreement with the decisions made—one of which 
was for a 10 percent price increase, to be announced 
first by Westinghouse. 

When meetings were impractical, there would be 
unsigned code messages and phone calls from pay 
booths to the homes of fellow-conspirators. 
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The path of true conspiracy is not always smooth, 
however, and there are accounts of bickering over the 
spoils. One company was accused by its fellow-con- 
spirators of trying to pick up more than its “share” 
of business by trimming agreed-upon prices. At 
the corporate equivalent of a “kangaroo court,” this 
company brought in its books for examination by 
its competitors and after it was found to have deviated 
from established prices, it promised not to repeat 
the “offense.” 


It is not the meetings, but what resulted from 
the meetings which is the real significance of the anti- 
trust conspiracy. 

The business-led outcries about “inflation” every 
time a program to benefit the American people is 
considered by Congress ring hollow when one con- 
siders the inflationary impact of artificially high prices 
and the complete absence of price competition. 

TVA’s chief purchasing agent, Paul I. Fahey, says 
that “since TVA purchased the first steam turbine- 
generator from a foreign manufacturer and since the 
Department of Justice started its investigation of 
identical bids, the domestic manufacturers have re- 
duced prices from 10 to 15 percent.” 

Bicks, an Eisenhower appointee who turned out 
to be one of the government’s most dynamic trust- 
busters, summed up eloquently the broad moral im- 
plications of the conspiracy when he urged the court 
not to permit the defendants to plead nolo contendere 
to the most serious of the indictments. He said: in 
part: 

“These men and the companies involved here have 
in a true sense mocked the image of that economic 
system which we profess to the world. 

“They have destroyed the model which we offer as 
a free world alternative. How we deal with these 
violations bespeaks worlds as to the sincerity and depth 
of purpose with which we truly advocate the merits of 
our free enterprise system, at home and abroad.” 

Let us turn finally to the punishments meted out. 
Were the $2 million in fines, the seven 30-day jail 
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sentences and the five-year probationary periods suf- 
ficient to serve as a deterrent? 

To the world in which these executives lived, anti- 
trust violations had always been considered a “business 
crime.” Too bad if one got caught, but hardly any- 
thing to be ashamed of. In the entire 71 years since 
passage of the Sherman Anti-Trust Act, only about 
half-a-dozen violators had been sent to jail and none of 
them were in the same big league as the officials of 
General Electric, Westinghouse and others of the 
conspirators. 

The answer to the effectiveness of the punishments 
can only come when it can be determined whether the 
industries where price competition has been notoriously 
lacking change their practices. 

TVA is still getting a large number of identical bids. 
The Kefauver subcommittee has compiled a lengthy 
list of identical bid patterns in Defense Dept. pur- 
chases. 

There have been, however, a few breaks in the pat- 
tern. For example, the District of Columbia govern- 
ment, which had turned over records of identical 
bidding by cement suppliers to the Justice Department, 
received for the first time this year different bids by the 
six firms seeking the contract. 


Most important of all, perhaps, the issue has 
been dramatized for the public by the electrical 
case. Business is on the defensive to explain its 
practices. 

As for the new Administration, Attorney General 
Robert F. Kennedy set the tone when, in a memo to 
Judge Ganey at the time of sentencing, he not only 
concurred in the recommendations for jail sentences 
but declared that the violations were “so willful and 
flagrant that even more severe sentences would have 
been appropriate.” 

With continued government vigilance, perhaps com- 
petitive free enterprise can be made to work despite 
the reluctance of those who give it the most eloquent 
lip service. 


F yy Sa i. 
ons Ae 


PLEAS 1/ (PINE AND 





Guilty 
Guilty (6-14-60) 
Guilty 
Guilty 
Guilty 
Guilty 
Guilty 
Guilty 
Guilty 
Guilty (6-14-60) 
Guilty 
Guilty 
Guilty 


Gullty 
Guilty (7-11-60) 
Guilty (6-16-60) 
Guilty 
Guilty (8-16-60) 
Guilty 
Guilty 
Guilty (8-22-60) 
Guilty 
Bolo Contendere 
Guilty (7-11-60) 
Guilty (7-11-60) 
Guilty (8-22-60) 
Guilty 
Guilty (8-22-60) 


and 30 days. 

and 3 days. 

and 30 days, suspended. 

and 30 days, suspended. | 
and 30 days, suspended, 
and © days, suspended. 

and 1 eath., suspended. 


8538288288333 


7 


’ FN S8SS3 wenmuenundadsbRE 
SS88888888338833 $ 


ssss 


(NUR ewe rw ew Oo 


ny \< 
i) 


A 
ie 
>; a 

b 7 































BACKFIRED! DIDN'T IT? 


Sf ee oak 
P "RIGHT-10-"es, 
-.. CANDIDA’. 
i. wir? 


“w* 


KANN FOR THR 
AFL-CIO nGws 





“DOWN BOY!” 


CRAWN FOR THE 
AFL-CIO atwe 








“Coak”—the hallmark of the late Le 
Baron Coakley—invariably identified a car- 
toon on the side of simple justice and work- 
ing people. 

The role of the editorial cartoonist is to 
distill the meaning of events and to express 
a position. 

This Coak did in powerful lines, relat- 
ing the politics of the nation’s capital to the 
hopes and fears of ordinary Americans. 
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Le Millions of trade unionists and their fam- 
ar- ilies followed Coak over the years in the 
rk- former CIO News, in the AFL-CIO News 
and in hundreds of labor newspapers. 
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Millions of trade unionists and their fam- 
ilies followed Coak over the years in the 
former CIO News, in the AFL-CIO News 
and in hundreds of labor newspapers. 

Early this year, Coak suffered a brief ill- 
ness and died at the age of 59. 

The cartoons reprinted here were among 
Coak’s favorites. They would seem to be 
the best way to remember the man and his 
work. 
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Homework— 
but not for school. 


Law, Order and Justice Replaced Chaos 


By Max Awner 


Officially, the Amalgamated Clothing Workers of 
America was born on December 25, 1914, in New 
York City. But the seed that became the ACWA was 
sown nearly four years earlier—when a long and 
bitter strike ended with the first union agreement at 
the great Hart Schaffner & Marx clothing firm in 
Chicago. 

Early this year, the Amalgamated celebrated the 
fiftieth anniversary of that historic settlement—a half- 
century of peace which probably represents the longest 
uninterrupted major contractual relationship in Amer- 
ican industrial history. Beyond that, the agreement 
contained a clause that was to help revolutionize 
labor-management relations over these fifty years. 

In 1910, the 23-year-old firm of Hart Schaffner & 
Marx was already the world’s largest manufacturer 
of men’s clothing, employing some 8,000 men and 
women—and children—in its Chicago plants. Chi- 
cago then was second only to New York as a clothing 
center and Hart’s accounted for nearly a quarter of 
Chicago’s total output of men’s suits and coats. 


The workers at Hart's, like most of Chicago’s 
40,000 to 45,000 men’s clothing workers, were 
largely recent immigrants from eastern and southern 
Europe. Over half of them were women and young 


MAX AWNER is editor of The Advance, biweekly publi- 
cation of the Amalgamated Clothing Workers of America. 
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girls. Wages and working conditions in the factories 
were shocking and cutthroat competition among man- 
ufacturers, mostly small plants, served as an effective 
brake against any improvements. Weekly wages of 
$7 for 60 hours of work were above average. Many 
employes took work home with them at night— 
where all the members of the family might pitch in to 
augment the meager piece-rate earnings. If the work- 
ers complained, they could expect to be unceremo- 
niously fired. Sidney Hillman, who later was to become 
first president of the Amalgamated but who was then 
only a Hart cutter, testified at the time: 

“There is a constant fear of the employes of being 
discharged without cause at all. The floor boss, as we 
called him, did not like a particular girl or man and 
out he went. I remember we tried, all of us, to get in 
the good graces of the floor boss.” 


In the years before 1910 the Chicago clothing 
industry had seen numerous spontaneous work stop- 
pages in protest against the inhuman conditions. All 
were quickly squelched. But on September 22, 1910, 
a small group of girls walked out of a Hart Schaffner 
& Marx pants shop rather than accept a cut in piece 
rates. Word of their action spread swiftly through 
the plant and other workers followed them. Within three 
weeks most of the firm’s 8,000 employes were out on 
strike. Emboldened by the action of the Hart workers, 
men and women at other clothing plants laid down 
their needles and their shears and before long virtu- 
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John E. Williams, first arbitra- 
tor in the men's clothing indus- 
tty, believed in strong unions. 





ally all the city’s clothing workers had walked off their 
jobs. The struggle had begun. 

The next four months brought untold suffering and 
hardship to the striking workers. The brutal Chi- 
cago winter was compounded by the brutality of the 
police who, in addition to thousands of arrests, ruth- 
lessly clubbed and gunned down many workers. The 
climax came with the gunshot deaths of two men. 

But the embattled strikers were not entirely with- 
out friends. Many of Chicago’s leading citizens, 
moved by their plight, offered aid. Civic leaders like 
Mrs. Raymond Robins, social workers like Jane 
Addams and Ellen Gates Starr, public figures like 
famed attorneys Clarence Darrow and William O. 
Thompson, joined in the struggle with material and 
moral support. 

When the strike started the workers were unor- 
ganized and virtually without leadership. But as 
the struggle wore on there emerged a group of new 
and militant leaders: Sidney Hillman, Samuel Levin, 
Sidney Rissman, Frank Rosenblum, A. D. Marim- 
pietri, Jacob Potofsky, and a young pantsmaker named 
Bessie Abramowitz who six years later was to change 
her name to Mrs. Sidney Hiliman. 


The break came early in January 1911 and it was 
a product largely of two factors: increasing public 
and governmental pressure on the company to come 
to terms with its employes, and a belated awakening 
to the facts of industrial life on the part of Joseph 
Schaffner, head of the firm. 

After two proposals by Schaffner had been rejected 
by the workers, a third, strongly recommended by the 
strike leaders, was ratified and the strike was over. 

It was not much of a settlement by present-day 





standards. Less than a page in length, it contained 
three essential provisions: all employes were to re- 
turn to work; there would be no discrimination 
against workers because of union membership; an 
arbitration committee of three would be set up to 
consider and adjust employe grievances. Nothing 
more. 

That last clause was the all-important one. 
Though the concept of labor-management arbitra- 
tion was not brand new in American industry, it was 
still little known and had gained hardly any ac- 
ceptance. The Hart agreement furnished the major 
impetus that made it a vital instrument in America’s 
industrial awakening. And it was a man named John 
E. Williams who furnished the human inspiration that 
assured its success. 

For over a year the Hart arbitration plan operated 
with only two men rather than the three envisioned 
in the original agreement—one representing the com- 
pany and one the union. And it worked reasonably 
well; wage increases and other improvements were 
agreed upon and many grievances adjusted. But late 
in 1912 a particularly knotty case brought the realiza- 
tion that appointment of the third or neutral member 
of the arbitration board could no longer be deferred. 
After some consideration Hillman, who by then had 
assumed leadership of the union in Chicago, recom- 
mended the appointment of John E. Williams of 
Streator, Ill. Williams was accepted and neither 
side ever regretted the decision. 


Then in his early sixties, Williams was a man of 
Lincolnesque character, self-educated and deeply 
human, a sort of provincial philosopher. Author of 
a widely acclaimed column in a local weekly news- 


Chicago, 1910: 50,000 strikers march. They marched for months through a bitter winter, 
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little aware of their role as the pioneers of industrial peace in their industry. 
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This Chicago-wide clothing strike of 1915 failed, but 
another in 1916 scored breakthrough to unionization. 









paper, he had also won some note as an industrial 
arbitrator for the United Mine Workers and the Illi- 
nois coal operators. 

Williams soon became the key figure in the Hart 
Schaffner & Marx labor picture. At the same time, 
he and Hillman became warm friends and mutual 
admirers. Williams’ lofty idealism on the one hand 
and practical statesmanship on the other exerted a 
profound influence in molding the young labor leader’s 
mind and character. 

The impartial chairman was not expected to be 
merely an aloof referee between two contesting parties, 
but a sort of professional fact-finder and adjuster, 
working constantly to make the system effective. Wil- 
liams, with his naturally judicial temperament and 
his broad tearning, became the model of the indus- 
trial arbitrator. Over the years, his contributions to 
the lore of labor-management relations were incal- 
culable. For example, in 1913, when company and 
union reached an impasse over the issue of the closed 
shop, Williams pioneered the principle of the pref- 
erential shop. 

Williams once said that a successful arbitrator “has 
to be a thorough believer in unionism. In that sense 
he is not at all disinterested or impartial. He must 
see to it that his decisions and the measures he takes 
are calculated to strengthen the organization and make 








Rank and file strikers from Hart Schaffner and Marx mass 
near union headquarters to receive strike benefits. 


it, as such, more efficient. . . . We need a strong un- 
ion to enforce the decision. . . .” 

His attitude toward trade unionism itself he once 
expressed in these words: 

“Trade unionism is the greatest educational force 
that we have. It is through their unions that men be- 
come intelligent in the things they need to know. 
It is the best school of ethics we have. Even at its 
worst, it compels one man to subordinate his indi- 
vidual greed to the interests of the group.” 


Though Williams was the central figure, the role 
of Hillman in giving meaning to the concept of in- 
dustrial arbitration must not be minimized. Nor must 
that of Earl Dean Howard, labor manager at Hart’s 
and also a man of keen insight and deep human un- 
derstanding. Between them they settled many a dis- 
pute in private conferences right in the shops, allow- 
ing only the most serious and thorny problems to go 
to the final board of arbitration. 

With these three men as moving forces, the con- 
cept of arbitration spread swiftly in the clothing in- 
dustry. Soon it was being adopted by other industries 
as well. By the time of William’s death in 1919 it 
was a recognized practice in industrial relations. To- 
day, half a century after its first application, arbitra- 
tion voluntarily entered into but mutually binding is 
a cornerstone of constructive labor-management re- 
lations in the United States. 

Though the Hart strike had been settled in Janu- 
ary 1911 and an agreement won, the strikers at other 
Chicago clothing firms had been forced to return to 
work under the same _ insufferable conditions— 
thus underscoring the need for a strong, militant 
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union which could take on the entire industry. 

In the unquenchable spirit of the Chicago strikers 
of 1910—and the New York strikers of 1912-13 
and the Rochester and Boston and Baltimore and 
Cincinnati strikers of 1913-14—was a vision of this 
kind of union. In each of these cities and in others 
of somewhat lesser importance, bitter and often bloody 
battles were taking place to organize the men’s cloth- 
ing industry. But success was spotty at best and there 
were many discouragements. 


The break came in October 1914 at the Nash- 
ville, Tenn., convention of the United Garment 
Workers, the union that had jurisdiction in the 
men’s apparel industry. Denied seats at the con- 
vention, a group of insurgent delegates led largely 
by the Chicago strike leaders of 1910 walked 
out, found another hall in Nashville and organized 
their own convention. Sidney Hillman was elected 
president of the new group. 

Two months later—on Christmas Day, 1914— 
at a special convention in Webster Hall, New York 
City, the insurgents formally established a new inter- 
national union—the Amalgamated Clothing Work- 
ers of America. 

Under the ACWA banner they conducted the strikes of 
1915 and 1916 in Chicago, which led to the complete 
unionization of that market, and the many other or- 
ganizing struggles over the next decade and a half in the 
men’s coat and suit industry. The last major obstacle, 
the Philadelphia market, was cleared in 1929. The 
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Leading public figures of the day took an ac- 
tive part in labor's early struggles. Jacob S. 
Pototsky, left, and the late Meyer Kestnbaum, 
right, were youths during the events of 1910 
but each rose to head the workers and com- 
pany who were the chief antagonists of the 
time. . Prominent during that period were, left 
to right: James Mullenbach, impartial chair- 
man of HS&M trade board; Jane Addams, 
founder of Hull House and strong union 
backer; Sidney Hillman, who in 1914 became 
president of newly-created ACWA and Mar- 
garet Dreier Robins and Ellen Gates Starr, 
leaders of the Women's Trade Union League. 





men’s and boys’ clothing industry is now virtually 100 
percent union, though organizing efforts are still very 
much a part of the picture in cotton garments and 
related areas of the male apparel field. 


It took four years for the seed sown in 1910 to 
issue in the Amalgamated Clothing Workers of Amer- 
ica. But in many ways that seed is still maturing. 
At a recent dinner in Chicago commemorating the 
fiftieth anniversary of the Chicago events, these 
words were spoken by the Amalgamated’s present 
president, Jacob S. Potofsky: i 

“Out of the provisions in the Hart Schaffner & 
Marx agreement for arbitration of grievances grew a 
system of industrial democracy which became a model 
for self-government in industry . . . The workers be- 
came responsible, self-respecting participants in solv- 
ing the problems of the industry—all without recourse 
to industrial warfare. Law, order and justice replaced 
GNONS. «os 

And on that same evening, in one of his last 
public utterances, the late Meyer Kestnbaum, president 
of Hart Schaffner & Marx since 1941 and one of the 
true industrial statesmen of his day, said: 

“In this example set by labor and management is 
a lesson of peace for the entire world . . . No other 
union has exerted an influence upon the industrial 
relations of our time equal to that of the Amalgamated. 
When America’s social and economic history is writ- 
ten, the events we are commemorating tonight will 
be given even greater meaning than we here realize.” 


























‘What I Want 
The U.S. To Do’ 


Over 800 students entered essays in the recent 
contest sponsored by the ABC Radio Network 
and AFL-CI1O-sponsored news commentator Ed- 
ward P. Morgan. The theme: “What do you 
most want the United States to do in the Sixties?” 
The winners, whose essays appear below, were 
Susan Higginbotham of Pittsburgh, Pa., a junior 
at Mt. Holyoke College and Andrew Barr of 
Ft. Worth, Tex., a sophomore at Arlington State 
College in Texas. 


By Susan Higginbotham 


As the Communists announce from Moscow that the 
“complete collapse of capitalism” is inevitable, the 
“Sixties” begin. The united challenge of the 81 Com- 
munist parties of the world augurs no good for the 
United States, unless the United States responds more 
positively and creatively than she has in the past. 

Although the Moscow declaration of the Commu- 
nists does not completely rule out the use of force, it 
does predict that communism will win its victory 
through “peaceful coexistence.” “Peaceful coexist- 
ence” to the Communists means highly organized 
political, economic, and social challenges to the West. 
Evidence of these challenges can be found every day 
—for example, in the infiltration of the government 
of an underdeveloped, uncommitted state, in widely 
publicized loans, or in cultural exchanges with African, 
Asian and South American peoples. 

To counteract these concerted and organized chal- 
lenges of the Communists, the United States needs 
most of all to strengthen her system of life so that 
she becomes the active leader of the free world. As 
President Kennedy’s Secretary of State, Dean Rusk, 
states, “but America at its best can be a confident 
America, and we need not be afraid of changes which 
arise out of hopes and aspirations which we, our- 
selves, share with other people in many parts of the 
world.” In other words if the United States mobilizes 
her strengths, the United States will not be merely 
anti-Communist, but will be the chief advocate of 
freedom. 


Despite the United States’ residual strengths of 
concern for the individual and the highest standard 
of living in the world, the United States often fails as 
an adequate symbol of democracy because she has 





not used her strengths to the fullest extent. 

The underdeveloped and uncommitted states of the 
world begin to doubt the strength of democracy when 
they see our oppression of dark-skinned peoples, our 
own neglect of poverty-stricken United States citizens, 
or our banality in our movies and other communica- 
tions. Recognizing that these deficiencies exist in the 
United States, the underdeveloped peoples are easy 
prey to Communist propaganda. The impressive in- 
dustrial advances of the Soviet Union and Communist 
China, the “concern” of the Communists for the 
dark-skinned peoples of the world and the extensive 
cultural exchanges of the Communists on all levels of 
society loom attractively to the minds of Africa and 
Asia. 

Americans must have a growing awareness of what 
the United States is and of what she must strengthen in 
order to survive. 

From the President on down to the average citizen 
moral leadership and courage will eradicate racial 
prejudice in the United States. To decrease poverty 
and economic misery, the United States must be will- 
ing to accept legislation which will protect and aid 
the poor and stimulate the economy. To raise the 
level of our cultural life, our educational system must 
teach United States citizens to think and not just to 
accept indiscriminately. 


Power is the basis of present day international 
relations. Political, economic and social powers, as 
well as military power, are prerequisites if the United 
States is to fight an active, and not a defensive battle, 
with the Communists. The United States can realize 
its power only if our nation is willing to permit it. 

It is not easy for Americans to forego their own 
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immediate interests and comforts and to develop a 
morally and materially rich democracy, but if the 
United States is to survive in the face of the Commu- 
nist challenge, she must first be strong herself. With 
strength, the United States can then give strength to 
her alliances, win the admiration of the underdevel- 
oped nations of the world and prevent any further 
extension of Communism. 


a 





By Andrew Barr 


The spirit and imagination of the American people 
will be decisive in determining the future of the 
United States as it moves ahead toward a new frontier. 

The most important steps to be taken in the year 
ahead are those which will stir men’s imagination and 
inspire them to live adventurously, creating a sort of 
1961 peacetime equivalent of the high morale and 
deep sense of purpose which moved our nation in 
World Wars I and II. 

Certainly the urgency is as great today as it was 
in those war eras. Certainly the spirit of man has as 
great potential as ever. How may the potential be 
made to meet the need? 

On the domestic front there would appear to be two 
areas calling for immediate action—to get our econ- 
omy into high gear again, and to move deliberately but 
surely toward social goals which will in themselves 
release new energies and new capabilities in our 
people. 


On the economic front, the most urgent need for 
1961 is to restore consumer purchasing power to its 
proper level. To this end, legislation will be in order 
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Susan Higginbotham and Andrew Barr, essay contest win- 
ners, are welcomed at AFL-CIO headquarters by Edward 
P. Morgan, far left and AFL-CIO Pres. George Meany. 


to lower interest rates, increase minimum wages, help 
depressed areas, stimulate long-range public works 
projects such as highway construction, and perhaps 
raise income tax dependency exemptions. 

On the social front, there would seem to be three 
broad areas of need—better education of our youth, 
a practical health and security program for our senior 
citizens, and further progress toward real civil rights 
for all citizens of our land. 

The first is urgent to provide the leadership we will 
need in the future. Legislation for 1961 should in- 
clude a scholarship program for deserving college stu- 
dents, and a broad program of aid to education. For 
our senior citizens, new laws in 1961 should provide 
broader social security coverage and medical insurance 
as a part of the social security system. In the area of 
civil rights, the crying need for 1961 lies not so much 
in the realm of legislation as in the realm of forth- 
right leadership on the part of the executive to make 
it abundantly clear that our government stands for 
the implementation of recent court decisions and leg- 
islative acts. 


On the international front, again we must face up 
to the fact that man’s spirit and imagination will de- 
termine the future. Our massive military strength un- 
doubtedly is an indispensable bulwark as we work 
toward world order, but by no stretch of imagination 
can it provide the affirmative answers. 

The “bulwark” must be strengthened in 1961, legis- 
lation must be passed to speed our science and space 
programs. The investigative powers of both Congress 
and the executive should be invoked to expose and 
eliminate inefficiency and corruption in our defense 
structure. 

But at least equally important is bold, affirmative 
leadership. A new approach should be developed in 
our support of the United Nations, strengthening that 
institution while avoiding any semblance of dominating 
it. The United States should help develop the North 
Atlantic Treaty Organization far beyond its role as 
a defense mechanism for the western nations, making 
it a vital, creative organization with positive value 
in the building and financing of a new system of na- 
tions, all within the context of the United Nations. 

Our nation in 1961 should expand its technical 
and financing assi¢tance to backward nations, enlarge 
its cultural exchange program, launch a “peace corps” 
for American youth, and work unceasingly toward 
disarmament. 

By such steps as these can we stir the imagination 
and spirit of men at home and abroad, fulfilling a 
great destiny in world history. 
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A Policy for the Sixties: 
Labor Looks at Foreign Trade 


Experience has demonstrated that gradual lowering 
of tariff barriers during the past quarter of a century 
or more has not injured the economy as a whole. 
Quite the contrary, it has contributed to the strength 
of our own economy and has broadened economic 
opportunities throughout the world. 

Nevertheless, there are bound to be situations where 
gradually increasing imports resulting from past tariff 
reductions have an adverse impact on some industries. 
Such situations have arisen in the past and they must 
be anticipated in the future. To deal with this prob- 
lem without necessarily resorting to measures which 
would restrict trade, a trade adjustment program has 
been proposed. 

The trade adjustment program rests on the princi- 
ple that it is unfair for the entire burden of increased 
imports to fall on workers and firms adversely af- 
fected by tariff reductions. If tariff reduction is re- 
quired in the best interest of the nation as a whole, 
no one group should pay the price of that policy. The 
cost should be borne, insofar as possible, by the na- 
tion as a whole. If by government decision, tariffs 
are reduced and actual or threatened injury results, 
it should be by government decision and action that 
assistance to facilitate the required adjustment is of- 
fered. 


A number of bills introduced in both houses of 
Congress since the early 1950s would have authorized 
establishment of the trade adjustment program. Pres- 
ident Kennedy was the first to sponsor such legislation 
when he was a member of the Senate. The proposal 
was specifically endorsed in the Democratic platform 
of 1960. 

While the entire trade adjustment proposal has not 
yet been considered in the present session of Con- 
gress, the area redevelopment bill introduced by Sen- 
ator Paul H. Douglas (D-IIl.) with strong Administra- 
tion support would give priority for area redevelopment 
assistance to areas hit by import competition. This 


THIS ARTICLE IS EXCERPTED from a report on inter- 
national trade and tariff policies prepared by the AFL-CIO 
Dept. of Research for the Executive Council. 
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would be a worthwhile step but far from sufficient 
to deal with the problem, because it would still de- 
prive of any assistance whatsoever those affected by 
imports who do not happen to be located in depressed 
areas. Moreover, the types of assistance offered un- 
der the area redevelopment program are not specifi- 
cally geared to the needs of workers and firms affected 
by imports. 

If the trade adjustment program were enacted, the 
United States Tariff Commission would be required 
to continue to make its findings under the terms of 
the escape clause in the Reciprocal Trade Act. Upon 
application by the industry, the Tariff Commission 
proceeds to hold hearings to determine the extent of 
injury before invoking the escape clause. Once the 
commission finds injury or the threat of injury, it 
recommends to the President that the tariff be in- 
creased. 


Under the present law the President can decide 
whether to accept the Tariff Commission’s findings of 
injury and thereby impose the recommendation, which 
would be an increase in duty, or to reject the findings 
completely. Under the trade adjustment program 
the President would be given one additional route to 
follow: He could accept the Tariff Commission’s 
findings of injury, but instead of imposing an increase 
in duty, he could recommend that the facilities of the 
trade adiustment program be invoked. Thereupon, 
certain types of assistance would be available for 
workers, industrial enterprises and communities. 


For workers: 

1. Supplementary unemployment compensation 
benefits up to two-thirds of weekly earnings for 52 
weeks. 

2. Earlier (age 60) retirement for recipients of 
old-age pensions under the social security law. 

3. Retraining for new job opportunities. 

4. If necessary, transportation for entire families to 
new areas of employment. 


For industrial enterprises: 


1. Loans through the Small Business Administra- 
tion for the adjustment of such business enterprises 
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and communities to economic conditions resulting 
from the trade policies of the United States. 

2. Technical information, market research or any 
other form of information and advice which might be 
of assistance in the development of more efficient 
methods of production and the development of new 
lines of production supplied by appropriate depart- 
ments and agencies of government. 

3. Accelerated amortization for the development 
of new or different lines of production by an eligible 
business enterprise or a more balanced economy in 
an eligible community. 


For communities or industrial development cor- 
porations within communities: 

1. Loans available to communities and industrial 
development corporations on the same basis as to 
business enterprises. 

2. Technical information, market research and any 
other form of information and advice available to the 
community on the same basis as to industrial enter- 
prises, as long as such information is aimed at de- 
veloping a more balanced and diversified economy 
in the community. 


In order fer workers, industrial enterprises 
or communities to avail themselves of these aids, they 
would have to receive a certificate of eligibility from 
a Trade Adjustment Board. The board would be 
appointed by the President and composed of five mem- 
bers from among the officers and employes of the 
executive branch of the government. The board 
would determine eligibility and issue certificates on 
the basis of the U.S. Tariff Commission’s report to 
the President. It would be authorized to hold what- 
ever hearings might be necessary to make such de- 
terminations. ‘ 

The above are the types of assistance that have 
been suggested for a trade adjustment program. As 
can be readily seen, this is not a “labor” program as 
some opponents of the idea have alleged. This im- 
pression may have developed because the program was 
first recommended in the Report of the Randall Com- 
mission by President David J. McDonald of the United 
Steel Workers of America as a public member of that 
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commission. But, as has already been indicated, the 
program is by no means exclusively aimed at assist- 
ing workers. On the contrary, it encompasses a num- 
ber of other effective types of assistance to business 
firms and communities. 

Moreover, the trade adjustment program has had 
wide support in the U.S. and some features of it have 
already been adopted in Western Europe. It has been 
introduced in Congress by members of both political 
parties. It has also been supported by business lead- 
ers, leading newspapers and magazines as well as ex- 
perts in the trade field who recognize that a trade 
adjustment program is essential to a continuing liberal 
trade policy in the United States. 


In the European Common Market, steps along the 
lines of the trade adjustment program have already 
been taken to meet readjustment problems resulting 
from removal of tariff barriers within the region. 

In the European free trade area, there is no pro- 
vision for an inter-governmental approach to readjust- 
ment problems. However, several of the member 
countries have set up or are in the process of estab- 
lishing extensive programs to meet these needs. In 
fact, it would appear that the Western European 
countries seem to be firmly committed to effective 
trade adjustment programs even though very little 
unemployment now exists and they do not anticipate 
serious transitional problems. 

The trade adjustment program is a broad program 
with support from a broad cross-section of the com- 
munity. Adoption of such a program would not only 
provide essential justice to those affected by imports 
but would assure that the broad national interest 
would be served in tariff and trade policies. The 
trade adjustment program should therefore be incor- 
porated as quickly as possible as an essential part of 
the nation’s over-all tariff and trade policy. 

The relationship between wage levels and labor 
standards and international trade has long been rec- 
ognized. In fact, the traditional justification for high 
tariffs has been that they were needed to protect 
American workers from unfair low-wage competition 
abroad. 
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For a long time it was thought that the only way 
to deal with the problem was to keep low-wage im- 
ports out. More recently, however, consideration has 
been given to the idea of international fair labor stand- 
ards as a key aspect of tariff and trade policy. 


The principle of international fair labor stand- 
ards has not and probably cannot be defined with 
mathematical precision. However, its most signifi- 
cant new feature is the notion that in international 
tariff and trade negotiations and through multilateral 
tariff and trade machinery, efforts can be made to 
raise wages and improve labor standards in exporting 
countries. This would help to eliminate unfair labor 
standards in exporting countries as either a competi- 
tive cost advantage or as a basis for increased trade 
restrictions by the importing country. An attack on 
the problem of international fair labor standards is 
thus one way of assuring continuing efforts on a world- 
wide basis toward reduction of trade barriers. 

Various proposals have been made to advance in- 
ternational fair labor standards in the context of inter- 
national trade. This proposal was first advanced 
nearly 20 years ago by the U.S. labor movement. On 
the initiative of labor, a specific proposal was made 
in 1947, when the charter for the proposed Interna- 
tional Trade Organization was being drawn up, for 
inclusion of a clause on international fair labor stand- 
ards. After the failure of the effort to establish the 
ITO, the question was again raised in an informal 
proposal made by the U.S. government for inclusion 
of an international fair labor standard in the Gen- 
eral Agreement on Trade and Tariffs. More recently 
the influence of labor standards on international trade 
has been recognized in connection with GATT’s ap- 
proach to the problem of market description. 

In 1960, both the Republican and the Democratic 
platforms specifically pledged actions to promote in- 
ternational fair labor standards. Here is what they 
said: 


Republican Platform—‘“We should also encourage 
the development of fair labor standards in exporting 
countries in the interest of fair competition in inter- 
national trade.” 


Democratic Platform—“The new Democratic Ad- 
ministration will seek international agreements to as- 
sure fair competition and fair labor standards to pro- 
tect our own workers and to improve the lot of work- 
ers elsewhere.” 


In a number of statements the International Con- 
federation of Free Trade Unions, to which the AFL- 
CIO and other free unions are affiliated, has urged 
action by trade unions, governments and inter-gov- 
ernmental organizations to promote fair labor stand- 
ards in international trade. 

Thus the issue is receiving increasing attention in 
many different quarters. Effective action, however, 
will require answers to two questions: How can we 
identify unfair labor standards in international trade? 
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Once such conditions have been identified, what steps 
should be taken to eliminate them? 

A nation’s labor standards may be said to be fair 
when they adequately reflect the productivity of par- 
ticular industries and the economy as a whole. How- 
ever, there is no one simple formula which gives the 
answer as to whether and under what conditions par- 
ticular wages and working conditions do or do not 
meet such a test. The solution to this problem must 
be approached pragmatically and gradually. 

International trade theory has been traditionally 
based on the notion of “comparative advantage.” In 
general, this meant a country engaged in those types 
of economic activity in which its costs were low 
relative both to those abroad and those in potential 
alternative activities at home. These low costs might 
result from access to raw materials, proximity to mar- 
kets, low costs of fuel or power, and a host of other 
factors. Among them might be low wages and poor 
working conditions resulting in low labor costs. 


The contribution of the principle of international 
fair labor standards is that it eliminates the idea that 
a competitive advantage in international trade can be 
based on outright exploitation of labor. In other 
words, unfair labor standards must be gradually 
eliminated as a factor in international competition. 

The question of how to recognize the existence of 
unfair labor standards has been approached in many 
ways. Some have suggested looking primarily to a 
comparison of labor standards in the exporting in- 
dustry with those in other industries in the same 
country. Others would compare labor standards in 
the exporting industry with those in the same industry 
in the importing country. Actually, under varying 
circumstances, each of these approaches may be ap- 
propriate. 

Questions have also arisen as to what factors should 
be compared. Some have suggested a simple com- 
parison of money wages. Thus, a bill introduced in 
the last session of Congress refers to “wage rates and 
working conditions significantly below U.S. stand- 
ards,” although it is noteworthy that the bill also calls 
for consideration of a number of factors, including 
labor productivity, production costs and the com- 
ponents thereof and the levels of automation. Others 
have recommended a comparison of money wages 
plus fringe benefits. Neither of these approaches is 
valid because they fail to take account of produc- 
tivity. 

It would be appropriate here to repeat what the 
AFL-CIO Executive Council said in a statement 
adopted on February 24, 1959: 

“’. . We are fully aware that it is neither desir- 
able nor feasible that wage levels. be equalized in all 
countries. We recognize that the stage of develop- 
ment of a country’s economy and the productivity of 
its industries may limit the level of wages that can 
be paid. Therefore, it is to be expected that wage 
differentials will continue to exist and such disparities 
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should not impede international trade. But we insist 
that wages and working conditions in exporting in- 
dustries fully reflect the productivity and technological 
advance of the industry and the national economy.” 


The most valid comparison is not of wages or even 
of wages plus fringe benefits but rather of unit labor 
cost. This measure takes account of productivity. 
The unit labor cost is the cost of labor, including 
wages and fringe benefits, per unit of output. 

If there are substantial differences in unit labor 
cost, there is at least a prima facie case for conclud- 
ing that labor in the exporting country is being ex- 
ploited. There may be offsetting cost disadvantages 
(raw material costs, costs of transportation, etc.), 
however, which prevent an increase in wages. The 
test of what the balance is between the cost advan- 
tage to the employer of low labor costs and offsetting 
cost disadvantages is his rate of profit. _ 

In addition, some consideration must be given to 
comparison between wages in the particular industry 
and other industries in the same country. Low profits 
should no more be regarded as a complete justifica- 
tion for low wages abroad than we regard them at 
home. 

The other side of the coin is that if wages ought 
to be raised in an exporting industry as shown by its 
high rate of profits, the wage (or rather unit labor 
cost) differential can’t be suddenly or completely 
eliminated. Wage levels in a particular industry are 
related not only to the productivity of that industry 
but also to the general level of output in the country. 
This level reflects the productivity of all the industries 
in the national economy. 


In general, however, wages of workers in export- 
ing industries characterized by relatively high effi- 
ciency and high profits should be raised when the unit 
labor costs of such industries are substantially below 
those of foreign competitors. Wage increases for 
such workers would not only benefit them but also 
workers in other industries in the same country. These 
benefits might take the form of increased purchasing 
power for the products of other industries. Or to 
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keep wages in high profit industries from becoming 
too far out of line with other industries, it is possible 
that part of the increased income of workers and 
profits of employers in the exporting industry might 
be taxed or diverted into government bonds for social 
investment purposes. 

In any case, raising wages of workers in such ex- 
porting industries would not only lessen the threat to 
employment opportunities of workers in importing 
countries but would also assure that the employer in 
the exporting country would not reap the sole gains 
from expanded markets with all decisions as to how 
such funds are to be distributed left to him. 

Raising wages of workers in exporting industries is 
in large part a job for the trade union movement. 
Therefore, everything possible must be done to sup- 
port development of effective trade unions throughout 
the world. United States trade unions can support 
this effort both through their own activities and 
through support of the international trade secre- 
tariats (international organizations of national trade 
unions in specific industries) and the International 
Confederation of Free Trade Unions. 


However, there must also be action by our own 
government as well as through such international 
agencies as GATT and the International Labor Or- 
ganization. Such action is particularly needed in 
situations where, because of weak or even non-existent 
unions, workers are denied the wages and working 
conditions they could otherwise win if bargaining 
power of workers and employers were evenly matched. 

While there may be problems involved in how to 
determine the existence of unfair labor standards in 
international trade, the problem still remains of what 
can be done to eliminate such conditions. Sugges- 
tions have been made for dealing with this problem 
both through action by the U.S. government as well 
as multilateral organizations. 

The Randatl Commission appointed by President 
Eisenhower in 1954 approached the problem from 
the standpoint of United States policy. It recom- 
mended that our negotiators should simply make 
clear that no tariff concession would be made on 
products made by workers receiving wages which are 
substandard in the receiving country. 

Another suggestion has been made to guide U.S. 
tariff negotiators in situations involving unfair labor 
conditions. Under this proposal, if the U.S. granted 
tariff concessions on the products of such an ex- 
porting industry, the concessions should be granted 
on a conditional basis with a definite and specific 
proviso that the labor standards must be raised by a 
specific amount over a definite period of years. Failure 
to meet this obligation would mean withdrawal of 
the tariff concessions. 

In addition to proposals which have been made for 
governmental actions, suggestions for dealing with 
the problem have been advanced to GATT, includ- 
ing an annual review procedure and a complaint 
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procedure. Under this proposal, GATT would re- 
quire each of its member nations to file an annual 
report. In this report each nation would specify 
what had been done during the preceding year to 
improve the wages and working conditions in indus- 
tries in which tariff concessions had been granted by 
importing countries and in which increased export 
trade had taken place. This annual report then would 
be reviewed by all interested parties and could be 
open for discussion during regular GATT sessions 
arranged for this purpose. 

The importing countries might in the course of 
such discussion make suggestions or recommenda- 
tions as to steps which the exporting country should 
take in order to improve wages and working condi- 
tions in exporting industries and thereby remove actual 
or potential problems of market disruption. If there 
was disagreement as to the actual situation in the 
exporting country with respect to wages and working 
conditions, it might be appropriate for GATT to 
call in the ILO to prepare a factual report on the 
labor situation in the exporting industry. 


It is not contemplated that under this arrangement 
there would be any sanctions brought to bear on the 
exporting country. However, there would be the 
moral pressure under international auspices for im- 
provement of labor standards in exporting industries 
benefiting from expansion of their markets resulting 
from tariff concessions. This concept of an annual re- 
view has been carried in other international agencies, 
including the Economic and Social Council of the 
United Nations, the Organization for European Eco- 
nomic Cooperation, the ILO with respect to applica- 
tion of its conventions and recommendations and 
GATT itself with respect to the so-called agricultural 
waivers. 

There is a need also to make complaint machinery 
in GATT available to industry and labor in member 
countries acting through their governments. Where in 
a particular industry in an importing country the union 
and/or firms believe that they are faced by unfair 
competition based on unfair labor standards in the 
exporting country, they could ask their government 
to take their complaint directly to GATT. Under 
GATT auspices, there then could be direct confronta- 
tion between the exporting and importing country 
(involving, if possible, representatives of labor and 
industry in the two countries as well as representatives 
of government) in an international rather than bilateral 
setting. The two countries, with the assistance of 
GATT, which might also consult the ILO on the labor 
aspects of the problem, might come to an agreement. 
This agreement might take the form of some tempo- 
rary mechanism involving perhaps voluntary quotas 
imposed by the exporting country or an export tax 
or some other device intended to deal with the short- 
run problem. Or it might take the form of a decision 
that improvement should be made in the wage levels 
and working conditions in the exporting country in 
order to meet the problem. Or it is possibie that there 
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might be a combination of recommendations for both 
short-term and ‘long-term action. 

If the two parties, with the assistance of GATT 
and ILO, could not come to an agreement, then the 
complaining party might bring the matter before the 
next regular session of GATT. In that case, GATT 
might recommend what action, if any, should be taken 
by the exporting country to correct the situation. 


All of these proposals are aimed at assuring that 
broadened trade, employment and income opportunities 
for exporting countries are reflected in improved wages 
and labor conditions for workers in those countries. 
At the same time, raising levels of wages and labor 
standards in exporting countries from unduly low levels 
will help to eliminate competitive advantages based 
on unfair labor conditions which curtail employment 
opportunities and depress labor standards in com- 
peting importing countries. 

Effective approaches can and should be made to 
this problem if we are to continue to make progress 
toward gradual reduction of international trade bar- 
riers. Development of effective techniques toward 
promoting international fair labor standards should 
be a foremost concern in the tariff and trade policy of 
the U.S. government and in U.S. participation in such 
international agencies as GATT and the ILO. 

There has been increasing concern in recent years 
in the United States, and to some extent in other coun- 
tries as well, with the problem of sudden large-scale 
influxes of imports which result in significant displace- 
ment of domestic production and employment. The 
problem in such industries as textiles and apparel has 
been especially associated with very low wage levels 
in industries in exporting countries, giving them an 
unsurpassable competitive advantage over competing 
firms in the United States. 


The importance of the problem is widely recog- 
nized because failure to deal with it in an effective 
way would seriously threaten the continuance of a 
liberal trade policy in the United States and also in 
other industrialized countries. Certainly trade unions 
in advanced countries will not permit sudden large- 
scale influxes of imports made under low-wage condi- 
tions to displace large numbers of their members or 
threaten hard-won labor standards. On the other hand, 
unilateral solutions of such problems, whether by im- 
porting or exporting countries, could also threaten 
the gradual lowering of trade barriers. 

Moreover, failure to meet the difficulties created in 
importing countries by market disruption problems 
could lead them to keep the products of developing 
countries out of their markets. This would hurt the 
chances of the less developed countries to achieve 
urgently needed economic advancement. This kind 
of an impasse would only be harmful to both the 
less developed and the industrialized countries. 

Thus, the solution to market disruption problems 
would seem to lie in a flexible but effective attack 
through cooperative international action under GATT. 
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